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CERTIFICATE OF ACKNOWLEDGMENT

State of California

County of ﬁﬂ#&f

On r@ﬁ%gf_{ / f}_%f before me, A% CuSGoHnc i Sy, A NITAAY =24

(Here ir’:se}( name and title of the officer)

CALIFORNIA ALL-PURPOSE

personally appeared —_/éxttames /- gontrin” . “

who proved to me on the basis of satisfactory evidence to be the person($) whose name(®), is/are_subscribed to
the within instrument and acknowledged to me that he/shg/they executed the same in his/her/theic authorized
capacity{tes}, and that by his/heg/their signature(sy.on the instrument the personfs), or the entity upon behalf of
which the person(s}.acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing paragraph

is true and correct.
] o, MARIO KARACUSCHANSKY‘
(- 2 Commission # 1537373

WITNESS my hand and official seal. (%=1 Notary Public - Collfornia £

d Orange County I
/%fwaé %ﬁh’/aan// j e MYComm.Expl:estw.mOO!

Signature of Notary Public

ADDITIONAL OPTIONAL INFORMATION
INSTRUCTIONS FOR COMPLETING THIS FORM

Any acknowledgment completed in California must comain verbiage exacily as

DESCRIPTION OF THE ATTACHED DOCUMENT appears above in the notary Section or a separate acknowledgment form must be
. properly campleted and atiached to that document, The only exception is if a
0/4-7‘?’ (}/\ /47%/5;7”7/4/ document is 1o be recorded outside of California. In such instances, any alernative

: — acknowledgment verbiage as may be printed on such a document so long as the ]
(Titke or description of anached document) verbiage does not require the noiary to do something that is illegal for a notary in
Cafifornia (i.e. certifving the authorized capacity of the signer). Please check the

document carefully for proper notarial wording and aitach this form f required,

(Title or description of attached document continued)

signer(s) personally appeared before the notary public for acknowledgment.

¢ Date of notarization must be the date that the signer(s) personally appeared which
must also be the same date the acknowledgment is completed.

{Additiona} information) + The nolary public must print his or her name as it appears within his or her
comnission followed by a comma and then your title {notary public),

* Print the name(s) of docement signer(s) who persanally appear at the time of
notarization.

Number of Pages / Document Date 2 {/? ?f * State and County information must be the State and County where the document

CAPACITY CLAIMED BY THE SIGNER o Indicate the correct singL.llar.or plural t'ormﬁ by cros.sing off incorrec! fqrms (ia.:‘
. he/she/they— is /ase ) or circling the correct forms. Failure to correctly indicate this |
O Individual (s) ; ) =n !
information may lead to rejeciion of document recording.
O Corporate Officer ¢ The notary seal impression must be clear and photographically reproducible.
Impression must not cover text or lines. I seal impression smudges, re-seal if a
(Title) sufficient area permits, otherwise complete a different acknowledgment form.
0 pamf:r(s) . ?}EZZI:S;:{];?E notary public must match the signature on file with the office of Ig
0O Atorney-in-Fact %  Additional information is not required but could help to ensure this 5
O Trustee(s) acknowledgment is not misused or attached 10 & different document.
O Other % Indicate title or type of attached document, number of pages and date.

% Indicate the capacity claimed by the signer. If the claimed capacity is a
corporate officer, indicate the title (.. CEQ, CFQ, Secretary).
o Securely attach this document to the signed document
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' ' OATH OR AFFIRMATION

I, Terrance McGovern , swear {or affirm) that, to the best of

. my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
' Crystal Cove Capital, LLC

, 85
of _ December 31, ,2007 , are true and correct. | further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a tustomer, except as follows:

None

(/
_/gﬂﬂ)yt«ﬁ___,aaaz/pba

— . / 74 . Signature
e
IS e e SIS

Title

SEC A5 Cymors
Notary Public

his report ** contains (check all applicable boxes):

(a) Facing Page.

{b) Statement of Financial Condition.

{c) Statement of Income (Loss).

"(d) Statement of Cash . Flows. ... |

{e) Statement of Changes in Stockholders Eqmty or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g} Computation of Net Capital.

(h) Computation for Determination of Reserve Requ:rcments Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Contro! Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconmhatlon between the sudited and unaudited Statements of Financial Condition,; . ::,- 7. o7

LLELE

-
al

U] An Oath or Aff rmation. :
{m) A copy of the SIPC Supplemental Report.
(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

B0 B CJROHEDO

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e}(3).
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Joseph Yafeh CPA, Inc.
) A Professional Accounting Corporation
- 11300 W. Olympic Blvd., Suite 875
Los Angeles CA 90064
310-477-8150 ~ Fax 310-477-8152

REPORT OF INDEPENDENT AUDITOR

Member
Crystal Cove Capital, LLC
Irvine, California

31, 2007 and related statements of income, changes in member’s equity and cash flows for the year then ended.
These financial statements are being filed based on Rule 17a-5 of the Securities Exchange Act of 1934 and
include the supplemental schedule of the net capital computation required by rule 15¢3-1. These financial
statements are the responsibility of Crystal Cove Capital, LLC’s management. My responsibility is to express
an opinion on these financial statements based on my audit.

|
i I have audited the accompanying statement of financial condition of Crystal Cove Capital, LLC as of December
|

I conducted my audit in accordance with the auditing standards generally accepted in the United States of
America. Those standards require that I plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. I believe that my audit provides a reasonable basis for my opinion.

On January 28, 2008, the Company became aware of a deficiency in their net capital requirement. The
deficiency was cured with a cash deposit on January 29, 2008.

In my opinion, such financial statements referred to above present fairly, in all material respects, the financial
condition of Crystal Cove Capital, LLC as of December 31, 2007 and the results of its operations, members’s
equity and cash flows for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

afeh, CPA
Los Angeles, California
February 24, 2008




CRYSTAL COVE, LLC
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2007

ASSETS
Cash - checking
Accounts receivable
Prepaid expenses

Fixed assets less accumulated depreciation of $300

TOTAL ASSETS

LIABILITIES AND MEMBER'S EQUITY
LIABILITIES
Accrued expenses
Income tax payable
Payroll liabilities
TOTAL LIABILITIES
MEMBER'S EQUITY

Member's equity

TOTAL LIABILITIES AND MEMBER'S EQUITY

See Accompanying Notes to Financial Statements
2

2,734
145,000
2,087
5,700

155,521

17,893
4,100
6,394

28,387

127,134

155,521



CRYSTAL COVE, LLC
STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2007
REVENUES
Advisory fees $
Consulting fees
Investment banking fees
Reimbursed expenses
Other income
TOTAL REVENUES
Cost of goods sold
TOTAL COST OF GOODS SOLD
OPERATING EXPENSES - see page 10
INCOME BEFORE TAX

PROVISION FOR STATE TAXES

NET INCOME $

See Accompanying Notes to Financial Statements
3

130,000
144,367
12,400
45
35,000
321,812
13,762
13,762
108,208

199,842

1,700

198,142




CRYSTAL COVE, LLC
STATEMENT OF CHANGES IN MEMBER'S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2007

Balance, December 31, 2006

Capital contribution

Capital distribution

Net Income

Balance, December 31, 2007

Member's

Equity

$ 20,600

19,000

(110,608)

198,142

$ 127,134

See Accompanying Notes to Financial Statements
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CRYSTAL COVE, LLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2007

Cash Flows from Operating Activities:

Net income $ 198,142
Depreciation 300
Allowance for doubtful accounts (47,000)
Accounts receivable (79,755)
Prepaid expenses (2,087)
Accrued expenses 17,343
Income tax payable 0
payroll liabilities 5,364
Net cash provided from operating activities 92,307

Cash Flows for Investing Activities:
Fumiture & fixtures (6,000)

Net cash used by investing activities (6,000)

Cash Flows from Financing Activities:

Capital contribution 19,000

Capital distributions (110,608)

Net cash used by financing activities (91,608)
Net decrease in cash (5,301)
Cash at beginning of year 8,035
Cash at end of year $ 2,734

SUPPLEMENTAT INFORMATION

&
[}

Interest paid
Income taxes paid

o5

1,700

See Accompanying Notes to Financial Statements
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CRYSTAL COVE CAPITAL, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007

NOTE 1 - ORGANIZATION

Crystal Cove Capital, LLC. (the “Company”) is a California Limited Liability Company as of
October 16, 2003 and approved by the NASD on QOctober 16, 2005 to operate as a General
Securities Broker Dealer. The NASD and NYSE Member Regulation consolidated in 2007 to
form FINRA (Financial Industry Regulatory Agency). The Company is headquartered in
Newport Beach, California.

The Company’s primary business activity is corporate finance and investment banking
advisory services. Additionally, the Company can be engaged in the private placement of
securities in a primary market on a best efforts basis only.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Advisory Fees

The Company receives advisory fees in accordance with terms stipulated in its engagement
contracts. Financial advisory fees are recognized as earned on a pro rata basis over the term of
the contract or the period that advisory services are rendered, whichever is shorter..

Furniture and Equipment and Depreciation
Furniture and Equipment are depreciated over five years by the straight line method.

Lease Commitments
The Company leases its office space on a month to month basis. Rent expense for the year
ending December 31, 2007 was $8,465.

NOTE 3 - NET CAPITAL REQUIREMENTS

The Company is subject to a $5,000 minimum capital requirement under SEC Rute 15¢3-1
which requires that the ratio of aggregate indebtedness to net capital shall not exceed 15 to 1.
As of December 31, 2007, the net capital was deficient by $15,653. The Company became
aware of the deficiency on January 28, 2008 and cured the deficiency with a cash deposit on
January 29, 2008.

NOTE 4 - PROVISION FOR INCOME TAXES

The Company is taxed as a Limited Liability Company (LLC). Consequently all items of
income and loss pass directly to individual members, therefore there is no federal tax provision
necessary.

The Company is subject to a limited liability company gross receipts tax, with a minimum
provision of $800. At December 31, 2007, the Company recorded $800 minimum state taxes
and $900 state gross receipts tax.



CRYSTAL COVE CAPITAL, LLC
NOTES TO FINANCIAL STATEMENTS - Continued
DECEMBER 31, 2007

NOTE 5 - USE OF ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

NOTE 6 - CONTINGENT LIABILITIES

In the normal course of the securities business the Company could be named as a defendant in
litigation. No litigation matters existed at December 31, 2007 and through the date of this
report.

NOTE 7 - EXEMPTION FROM THE SEC RULE 15C3-3

Crystal Cove Capital, LLC is an introducing broker-dealer that clears all transactions with and
for customers on a fully disclosed basis with an independent securities clearing company and
promptly transmits all customer funds and securities to the clearing company, which carries all
of the accounts of such customers and maintains and preserves such books and records
pertaining thereto pursuant to the requirements of the SEC Rule 17a-3 and 17a-4, as are
customarily made and kept by a clearing broker or dealer.

Therefore; Crystal Cove Capital, LLC is exempt from provisions under the SEC Rule 15¢3-3,
Customer Protection — Reserves and Custody of Security under Rule 15¢3-3 paragraph K 2 1.

In addition, the Company is exempt from the Possession or Control Requirements under Rule
15¢3-3 paragraph K 2 i.



CRYSTAL COVE, LLC

COMPUTATiON OF NET CAPITAL REQUIREMENTS PURSUANT

TO RULE 15¢3-1
DECEMBER 131, 2007

COMPUTATION OF NET CAPITAL
Total ownership equity from statement of financial condition

Non allowable assets, page 9

NET CAPITAL DEFICIENCY

COMPUTATION OF NET CAPITAL REQUIREMENTS
Minimum net aggregate indebtedness -

6-2/3% of net aggregate indebtedness
Minimum dotilar net capital required

Net Capital required (greater of above amounts)
NET CAPITAL DEFICIENCY

Excess net capital deficiency at 1000% (net capital less 10% of
aggregate indebtedness)

COMPUTATION OF AGGREGATE INDEBTEDNESS
Total liabilities

Percentage of aggregate indebtedness to net capital

The following is a reconciliation of the above net capital computation with the

Company's corresponding unaudited computation pursuant to Rule 179-5(d)(4):

NET CAPITAL DEFICIENCY PER COMPANY'S COMPUTATION
Rounding
NET CAPITAL DEFICIENCY PER AUDITED REPORT

$ 127,134

(137,787)

$  (10,653)

$ 1,892

$ 5,000

$ 5,000
$ (15,653) *

$  (13,492)

$ 28,387

-266.47%

$  (10,652)

(1)

$  (10,653)

*Cured on January 29, 2008

See Accompanying Notes to Financial Statements
8



CRYSTAL COVE, LLC
NON-ALLOWABLE ASSETS
DECEMBER 31, 2007

NON-ALLOWABLE ASSETS
Related party receivable $ 130,000
Prepaid expenses 2,087
Fixed assets 5,700

$__137,787_

See Accompanying Notes to Financial Statements
9



CRYSTAL COVE, LLC
SCHEDULE OF OPERATING EXPENSES

DECEMBER 31, 2007
OPERATING EXPENSES
Bank service charges $ 156
Computer expense 70
Depreciation 300
Due diligence 89
Dues and subscriptions 321
Insurance - general liability 967
Insurance - medical 21,840
Insurance - SPIC 150
Internet 2,579
Maintenance 401
Miscellaneous 1,228
NASD/FINRA fees 150
Parking 630
Payroll expenses 3,525
Penalty 40
Professional fees - accounting 3,425
Professional fees - audit 1,570
Professional fees - legal fees 16,190
Promotion 2,500
Regulatory registration 335
Rent 8,465
Salaries and wages 39,700
Bonds 473
Telephone and fax 3,104

TOTAL OPERATING EXPENSES $ 108,208

See Accompanying Notes to Financial Statements
10



Joseph Yafeh CPA, Inc.
A Professional Accounting Corporation
11300 W. Olympic Blvd., Suite 875
Los Angeles CA 90064
310-477-8150 ~ Fax 310-477-8152

INDEPENDENT AUDITOR’S REPORT
ON THE SCHEDULE OF REVENUE AND OPERATING EXPENSES

Member
Crystal Cove Capital, LLC
Irvine, California

My audit was made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The attached schedule operating expenses for the year ended December 31,
2007 is presented for purposes of additional information and is not a required part of the basic
financial statements. Such information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and, in my opinion, is fair]y stated in all material
respects in relation to the basic financial statements as a whole.

Los Angeles, California
February 24, 2008
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PART II
CRYSTAL COVE CAPITAL, LL.C
STATEMENT OF INTERNAL CONTROL

DECEMBER 31, 2007



Joseph Yafeh CPA, Inc.
' ) A Professional Accounting Corporation
11300 W. Olympic Blvd., Suite 875
Los Angeles CA 90064
310-477-8150 ~ Fax 310-477-8152

REPORT OF INDEPENDENT ACCOUNT
ON INTERNAL ACCOUNTING CONTROL REQUIRED BY SEC Rule 17a-5

Member
Crystal Cove Capital, LLC
Irvine, California

In planning and performing my audit of the financial statements and supplemental schedules of
Crystal Cove Capital, LLC (the “Company”) for the year ended December 31, 2007, I
considered its internal control, including control activities for safeguarding securities, in order
to determine my auditing procedures for the purpose of expressing my opinion on the financial
statements and not to provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), I
have made a study of the practices and procedures followed by the Company including tests of
such practices and procedures that I considered relevant to the objectives stated in Rule 17a-
5(g) in making the periodic computations of aggregate indebtedness (or aggregate debits) and
net capital under Rule 17a-3 (a)(11) and for determining compliance with the exemptive
provisions of Rule 15¢3-3. Because the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, I did not review the
practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and
comparisons

2. Recordation of differences required by Rule 17a-13

3. Complying with the requirements for prompt payment for securities under
Section 8 of Federal Reserve Regulation T of the Board Governors of the Federal
Reserve System

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In fulfilling
this responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC's above-mentioned objectives. Two of the objectives of internal control and
the practices and procedures are to provide

12



Members «
Crystal Cove Capital, LLC
Irvine, California

management with reasonable but not absolute assurance that assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or disposition, and that
transactions are executed in accordance with management's authorization and recorded
properly to permit the preparation of financial statements in conformity with generally
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of
them to future periods is subject to the risk that they may become inadequate because of
changes in conditions or that the effectiveness of their design and operation may deteriorate.

My consideration of internal control would not necessarily disclose all matters in internal
control that might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which the
design or operation of the specific internal control components does not reduce to a relatively
low level the risk that error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. However, I noted no
matters involving internal control, including control activities for safeguarding securities, that I
consider to be material weaknesses as defined above.

I understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomplish such objectives in all material respects
indicate a material inadequacy for such purposes. Based on this understanding and on my
study, I believe that the Company's practices and procedures were adequate at December 31,
2007 to meet the SEC's objectives.

This report is intended solely for the information and use of the Members, management, the
SEC, FINRA., and other regulatory agencies that rely on Rule 17a-5(g) under the Securities
Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not intended
to be and should not be used by anyone other than these specified parties

Los Angeles, California
February 24, 2008

END




